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THE 340B DRUG DISCOUNT PROGRAM

immy Mitchell, Director of HRSA’s Office of Pharmacy Affairs (OPA), spoke to
Jgrantees on October 2, 2001 about the Section 340B Drug Discount Program, one of

the many programs offered by the OPA. Enacted in 1992, section 340B of the Public
Health Service Act requires drug manufacturers to provide pharmaceuticals to eligible
health care centers, clinics and hospitals at a reduced price.

As Mr. Mitchell emphasized, the 340B program is often referred to by other names,
such as PHS, 602, or DSH price, all of which refer to the same program. The 340B
discounted price is a “ceiling price”, meaning it is the highest price a covered entity
would have to pay for a particular drug. Manufacturers may not sell at a higher price,
but are permitted to offer a lower price whenever possible. The 340B price is also at
least as low as the Medicaid price that state agencies pay.

Eligibility
There are a number of different types of clinics eligible for the 340B program. Some of
these include Federally Qualified Health Centers (FQHCs), AIDS clinics, Urban Indian

clinics, FQHC look-alikes, and the outpatient clinics of certain disproportionate share
hospitals (DSHs).

For a complete list of the types of eligible organizations, please go to the OPA website
at http://www.hrsa.gov/odpp, click on "How to Enroll in 340B", and review the "Which
Grant Programs are Eligible" section.

Requirements and Prohibitions

The main requirement of the program relates to the definition of the patient who
receives the discounted drugs: An eligible patient is an individual who depends on the
outpatient services of the covered entity, uses providers affiliated with the entity, and
maintains his/her medical records with that same entity. In essence, the covered entity
is completely responsible for that patient’s care. Discounted drugs may not be provided
to patients who do not meet these requirements.

There are two primary prohibitions in the program:

1. No double-dipping: A covered entity may not request 340B prices for the same
drug for which Medicaid would request a reimbursement from the drug
manufacturer.



2. Control drug distribution: A covered entity may not do anything with a drug
except dispense it to eligible patients under relevant and accepted programs.
Drugs may not be sold to non-patients.

Program Benefits

Most participants of the 340B Drug Discount Program save an average of 25-50 percent
on covered outpatient drugs. These savings allow covered entities to improve their
health care delivery programs by:

Reducing the price of medications for patients

Expanding the number of outpatient drugs offered

Increasing the number of patients served, particularly indigent patients
Increasing the number of physicians and providers in the network
Expanding other services offered

The potential discount increases with the number of entities that join the program. A
larger number of participating entities give the Prime Vendor greater negotiating power
with the manufacturers. Therefore, joining the program does not just benefit the
organization that joins, but all of the other organizations that participate in the program
as well.

Prime Vendor

According to the original legislation, a “prime vendor” had to be established as the
single preferred wholesaler that serves covered entities in the 340B program.
AmerisourceBergen (formerly Bergen-Brunswig Drug Corporation) was awarded the
contract in September 1999. The prime vendor is responsible for managing the delivery
of 340B drugs to covered entities, as well as using the collected volume of the multiple
participants to negotiate an even lower sub-ceiling price with the drug manufacturers.
According to Mr. Mitchell, as many as 2700 drugs have been negotiated for an average
of 17 percent below the ceiling price, resulting in significant savings on quality
pharmaceuticals for participating entities.

The prime vendor may also assist participants by offering value-added services on a
fee-for-service basis. Some of these include:

Computer support

Pharmacy management consultation and drug information
Drug repackaging

Computerized indigent patient drug assistance programs

Additional information on the 340B Prime Vendor Program can be found on the OPA
website at http://www.hrsa.gov/odpp.

Getting Started

According to Mr. Mitchell, a price comparison is available for entities that are interested
in the program but need to know if it will provide enough savings to warrant application.
Entities can provide the OPA with a list of up to 50 pharmaceuticals that they currently
purchase. The list should be organized by NDC code and submitted in Microsoft Excel
format. That list will be compared with the current 340B prices, and the OPA will then



return an estimate of savings within a 10 percent range. Actual prices cannot be
provided until the entity officially joins the program.

Before getting started, a covered entity must notify the OPA of its desire to participate in
the program. Organization representatives may call 1-800-628-6297 to obtain official
enrollment forms. Once eligibility is determined, the entity must provide its Medicaid
billing status, which falls under one of three categories:

1. The entity bills Medicaid separately for its pharmaceuticals (if it does bill Medicaid
it must submit that billing number to the OPA).

2. The entity does not bill Medicaid.
3. The entity bills Medicaid at an all-inclusive rate.

This information must be provided before the entity can be enrolled in the program.
Once the application is approved, the program can start at the beginning of the next
fiscal quarter.

Mr. Mitchell cautioned grantees against getting further information about the program by
word of mouth. He encouraged use of the OPA web site as a reliable resource for
additional restrictions, guidelines, and helpful hints that were not covered in this
discussion.

For More Information:

Office of Pharmacy Affairs
http://www.hrsa.gov/odpp

Phone: 1-800-628-6297

AmerisourceBergen
http://www.amerisourcebergen.net



CALL PARTICIPANTS:

Name

Al Diaz

Amber Slichta
Andrea Skolkin
Angelique Raptakis
Anita Lee

Anne Kircher
Audrey Smolkin
Blair Whitney

Bob Pratt

Brenda Theus
Candi Gebler
Carolyn Emanuel
Chris Mahler
Christine Ayman
Cindy Oakes
Conne Webster
Connie Floerchinger
Craig Robinson
Crystal Welch
Debbie Bardin
Dennis Williams
Diana Merritte
Edward Leeds
Emily Costich
Fleetwood Loustalot
Galo Torres
George Greenburg
George E. Ricks, Sr.
Greg Townsend
Jacob Parish
James Burnosky
James Malloy
Janet Nuss

Jeffrey Beard
Jeffrey Richardson
Jessica Townsend
Jimmy Mitchell
Joanne Omi

Jose Moreno
Joseph Kanewske
Judith Chaconas
Judith Passmore

Organization

Kern Medical Center

Health For All, Buffalo NY

Hope Medical Outreach Coalition
Management Assistance Corporation
Ambulatory Care

Sangre de Cristo Community Health, NM
HRSA Philadelphia

Community Health Initiative
MedRan/Healthy Futures

Shelby County Health Care Corporation, TN
First Choice Community Healthcare, Inc
Family Health Center, SC

HRSA

Synthesis Professional Services
Cabarrus Community Care Plan

Dallas Community Medical Society
Central Indiana Health System

Valley Health Systems, Inc, WV

Hudson Headwaters Health Network

NC Department of Health and Human Services, Pitts County
Harris County Public Health Services and Environmental Services
HRSA

HRSA - Denver

Jackson Medical Mall Foundation

HRSA SEFO

HRSA

Erlanger Health System, TN

Jefferson County Department of Health

Pitt County Memorial Hospital

RWJ: Communities in Charge

Jackson Medical Mall Foundation

HRSA - Seattle FO

HRSA - Boston FO

San Francisco Community Clinic Consortium, CA
HRSA Office of Planning, Evaluation, and Legislation
HRSA

NY City Health & Hospital

Community Voices El Paso

University of Texas Medical Branch

DE Healthcare Commission

Middlesex Health System, Inc, CT




Judy Szalapski
Kaleema Muhammad

Kari Lundgren
Katherine Schneider
Kathleen Henderson
Katie Figari

Kay Crane

Lisa Woodard
Luanne Nyberg

Lyn Olcott

Lynn Evans-Reister
Margaret Flinter
Margaret French-Beltis
Marisa Klavon
Mark Snyder

Mary Ann Miller
Maureen Farley
Melanie Matney
Michael Angellotti
Michael Murphy
Michelle Davis
Mike Millman
Nancy Graves
Natalie Levcovich
Neil Calman
Norrine Williams
Paul Freundlich
Paul Knutson
Paulla Schnepp
Peter Clarke

Randy White

Ray Knight

Rhoda Nichola
Rhonda Poirier
Robert Scholz
Robin Rowland
Ron Cookston
Rosemary Bakes-Martin
Ruth Woolum
Sandra McCollum
Scott Orman
Seema Verma
Sharon Walker
Shelley Stark
Steve Dorage
Susanne Callahan
Suzanne Thomas

Hennepin County Med Center, MN CAP
Leon County, FL

Southeast Alaska Regional Health Consortium (SEARHC)
Middlesex Health System, Inc, CT

CarePartners

WAHEC

Project Access of Danville

HIP of Spokane

Hennepin County Medical Center, MN

Rural Health Network South Central NY

Inova Health Care Services, Fairfax VA

Middlesex Hospitals

Outer Cape Health Services

Imperial County Public Health Dept

Cherokee Health Systems

Shands Jacksonville Medical Center

HRSA

Palmetto Health - Richland Care

HRSA - Chicago

Sunset Park Family Health Center
Shenandoah-Potomac CAP

HRSA Office of Planning, Evaluation, and Legislation
Kansas City Care Network

Health Federation of Philly

The Institute for Urban Family Health

Bi-State Primary Care Association

Middlesex CAP

Project Heal

Lighthouse Health Access Alliance CAPECOD

Orange County of Board of County Commissioners
Summers County CAP

Family Health Centers, SC

Department of Health, UT

Shands Jacksonville Medical Center

Harris County Public Health Services and Environmental Services
Cape Cod Healthcare

Harris County Public Health Services and Environmental Services
El Paso County Department of Health and Environment
SKYCAP Hazzard

UNM Health Sciences Center

Metro Health Department

Marion County

River Cities Community Health Coalition

HRSA - Boston FO

HRSA

Institute for Urban Family Health

CSRA Partnership for Community Health in Augusta, GA




Tammy Eberly
Tammy Stoltz

Thomas Houston
Tom Lewis

Tom Irons

Vera Walline

Tioga CAP

PCAP Pima CAP

Hillsborough County Board of County Commissioners
MD CAP

NC CAP

Scranton Primary Health Care Center (Healthy Northeast Access Program)
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